ECON 101
TA Worksheet, Module 8 (Trade)

Name: TA:

1. Ileave the kids home alone for an hour with 2 jobs: raking the leaves and baking cookies. Oz is
15 and is better at both things (Levi is only 10). In that hour, Oz could bake 36 cookies. Levi
could bake 12. In that hour, Oz could rake the entire yard. Levi could only rake half of it. Who
has comparative advantage in raking? Who has comparative advantage in baking? => 02

Follow-up (or hint): what is Oz’s opportunity cost of raking the entire yard? What is Levi’s?
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2. The country of Curdistan can make 2 million cheese curds OR 1 million brats in a year. The
country of Bratsylvania can make 6 million cheese curds OR 5 million brats in a year. Draw the
PPFs for the two countries. Who has comparative advantage in making Curds? What is the
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3. Draw the S+D picture for a country that imports a product. Label imports, consumer surplus, and
producer surplus. Do the same for a country that exports a product.




4. Draw a country that imports a product. Add a tariff. Label: Imports with the tariff in place,

Consumer surplus with the tariff, producer surplus with the tariff, government revenue, and
deadweight loss due to the tariff.
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5. Consider the market below.

Market Demand: P=50-Q -» Q= SO- P o
AN
Market Supply: P=10+3Q =» 3@ = P-10 =¥ & = 3P~ 3

a. Find the “no trade” equilibrium P and Q.
50~ @ = \or 3Q P=40
Ya=4o @= \o
Q= = 0=%-\10=40
b. Find consumer surplus, producer surplus, and total surplus.
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c. Now Suppose the market opens up to international trade and the price of the good falls to
the world price of $34. How much of the good is imported? How much is produced

domestically? so nforts < QO(3M) - Q(3M)
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d. What happens to CS, PS, and total surplus (exact numbers)? a0MeStie pdue = ay(:M): @
¢s A fon SO o E(06)(S0-34)= 2B
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